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A. C. JENSEN Montreal A. BRENT WILSON Pittsburgh 
OFFICERS: 
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JAMES W. CRAIG President and Chief Executive 
A. BRENT WILSON Vice-President 
R. G. AITKEN Treasurer 
ALEXANDER BRYSON Secretary 
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HEAD OFFICE: 540 Canada Cement Building, Montreal, P.Q. 
TRANSFER AGENT The Royal Trust Company— 
AND REGISTRAR: Montreal, Toronto, Halifax, Vancouver 
AUDITORS: McDonald, Currie & Co. 
LEGAL COUNSEL: Howard, Cate, Ogilvy, Bishop, Cope, 


Porteous & Hansard, Montreal 


SUBSIDIARIES: Clayburn-Harbison Ltd. 
Canadian Refractories Construction Limited 
Western Refractories Limited 


AFFILIATE: Wedco (Canada) Limited 


OPERATING PLANTS: Kilmar and Marelan, Quebec; 
Abbotsford and Kilgard, British Columbia 


SALES OFFICES: Montreal, Ottawa, Toronto, Hamilton, 
Winnipeg, Calgary, Edmonton, Vancouver 


REPORT OF THE DIRECTORS 


To the Shareholders of Canadian Refractories Limited: 


The Board of Directors submits the Annual Report of the Company together with the consolidated 
financial statements for the year ended December 31, 1965 and the report of the auditors. 


Consolidated sales and services for the year increased 17% over 1964. Consolidated net earnings 
amounted to $1,831,989 or $1.83 per share, compared with $1,543,010 or $1.54 per share for the previous 
year. Provision for depreciation was $1,008,901 and depletion and amortization totalled $38,829. 


Production facilities for the manufacture of refractories in Quebec were at near-capacity during 
most of the year to fill the demand from Canadian heavy industry and to provide increased shipments to 
export markets. During the year under review, there has been virtually no change in sales prices of refrac- 
tories, despite higher labour costs. 


1965 was a year of increased expansion of facilities across the Dominion for steel, base metals, 
pulp and paper, portland cement and glass. As a result, your Company’s business in masonry construction 
and gunning of new industrial furnaces was at peak level. Activities were increased in Alberta and New 
Brunswick. 


Your British Columbia factories operated at near capacity. Sewer pipe production was increased 
by some 20% through the use of improved production methods; face brick sales were enhanced by 
completion of the new tunnel kiln which became operative February 1, thus providing a total annual 
capacity of 20 million units. The west coast is traditionally a lumber market for home construction but 
face brick are winning increased consumer acceptance. 


Your affiliate, Wedco (Canada) Limited entered its third year of operation. The organic plastics 
field is considered to be one of the fastest moving in technology. It was decided therefore to diversify 
during the year into new fields of metal coating and rotational moulding, this latter venture believed to be 
the first of its kind in Canada. 


Additions to fixed assets were $1,981,362, largely for equipment at the Marelan, Quebec and 
Abbotsford, British Columbia works. Following the trend of automation, your Company’s engineers 
designed, constructed and brought into successful operation electronically controlled proportioning 
equipment in the basic brick plant. A major project involves a third tunnel kiln at Marelan, expected to 
be in operation in the second quarter of 1966. This is of a different type from the existing kilns and is 
designed primarily for producing at very high temperatures new types of refractories, now imported. 
Much needed additional office space was built for your construction company in Montreal. 


Your Company’s Marelan research laboratories have developed products with outstanding 
performance in the production of open hearth steel and for the construction of iron pelletizing furnaces. 


During 1965 Mr. F. E. Brydon, now retired and formerly general sales manager of the Company, 
resigned from the Board of Directors and was replaced by Mr. E. Grantham Baker, who has served the 
Company in many capacities since 1933 and is now manager of operations. 


Canada is expected to continue its current rate of growth in 1966 and your Company’s efforts are 
directed to share in this industrial activity, although it is anticipated that competition will be intensified. 


It is a pleasure to express the appreciation of your directors for the loyalty and efforts of the 
employees—numbering approximately 1000—who have contributed to the organization, growth, per- 
formance and prestige of your Company. 


On behalf of the Board of Directors, 


JAMES W. CRAIG — President 


CANADIAN REFRACTORIES LIMITED 


AND SUBSIDIARIES 


CONSOLIDATED FINANCIAL POSITION 


as at December 31, 


WORKING FUNDS 
Current assets: 

Cash and time deposits , 
Marketable securities—at cost (quoted value $852, 923) 
Accounts receivable roe : 
Contracts in process—at cost less progress billings 
Inventories (note 2) eh ea. 
Prepaid expenses 


Current liabilities: 
Accounts payable and accrued liabilities 
Trade account payable to parent 
Income taxes ees 
Miscellaneous taxes 


Working funds . 
FIXED ASSETS 
Buildings, machinery and equipment—at cost 
Accumulated depreciation : 


Land, mineral deposits and timber—at cost 
less accumulated depletion of $301,212 (1964—$296,787) 


OTHER ASSETS 
Account receivable due after one year 
Investment in shares of an affiliate—at cost . 
Deferred charges : 
Amortized price less equity ina subsidiary at date of acquisition 
of controlling interest . : ere 


Total working funds, fixed assets and other assets . 
DEFERRED INCOME TAXES (note 3) 

Net assets in which shareholders’ equity is eed 
LESS: MINORITY SHAREHOLDERS’ INTEREST 

in subsidiaries : 
COMPANY SHAREHOLDERS’ EQUITY 


REPRESENTED BY 
Capital stock: 
Authorized— 
1,400,000 common shares without nominal or par value 
Issued and fully paid— 
1,000,000 shares . 
Consolidated retained income 


Signed on Behalf of the Board 


JAMES W. CRAIG, Director 


J. M. BREEN, Director 


1965 1964 
$ 668,239 $ 2,250,244 

851,535 ise 
3,715,756 2,991,007 
140,371 54, 326 
4,650,284 4,214,191 
105,827 170,045 
10, 132,012 9,679,813 
1,262,980 1,062,033 
205,375 119, 860 
743,475 859,502 
113,652 133,980 
2,325,482 2195375 
7,806, 530 7,504,438 
19,859,073 17,974,537 
14,957,519 13,955,908 
4,901,554 4,018,629 
426 ,293 342,107 
5,327,847 4, 360,736 

108 ,729 = 
40,000 40,000 
10,403 14,623 
__ 167,173 «196,674 
___ 326,305 0 231,297 
13, 460, 682 12,116,471 
363 ,969 97,890 
13,096,713 12,018,581 
_ 1,154,359 1, 108,216 
$11,942,354 = $10,910,365 
$ 5,950,000 $ 5,950,000 
5,992 354 4,960, 365 
$11,942,354 $10,910,365 


CANADIAN REFRACTORIES LIMITED 
AND SUBSIDIARIES 


CONSOLIDATED STATEMENT OF CURRENT AND RETAINED INCOME 


for the year ended December 31, 1965 1964 
| 
GROSS REVENUE v0 
Sales, contracts; and Sundry 1nCOMme ssa ee S23 O35 2 \e $19,782,250 
Income from investmentS) sere ee ee 85,615 — 67,934 
23,280,947 19,850,184 
COSTS 
Cost of products and services sold and general and administrative 
ANAND iope Ce Ney ~ 4 4 « 5 = aA «= ¢ 18,298 , 957 153465235 
Depreciation, depletion and amortization . . . . .. . 1,047,730 929,331 
Remuneration of directors te Sip ant Set eT oe ee 83,275 Tee (P%: 
Minority interest in current income of subsidiaries et ae 47 ,758 49,186 
Provision tor income taxes: lO te73)) em 1,971,238 1,784,199 
21,448 , 958 18,307,174 
NETAINCOME KORS THES Y EA Rae tue smear ene 1,831,989 1,543,010 
Dividends:at: SO¢mersstiarc sae gee eee 800,000 800 , 000 
CONSOLIDATED INCOME RETAINED IN THE BUSINESS . 1,031,989 743,010 
Balance—beginning of year =.) 4,960,365 421/735) 


Balance—end of, year, we nC ES 5092 8554 $ 4,960,365 


CANADIAN REFRACTORIES LIMITED 
AND SUBSIDIARIES 


CONSOLIDATED STATEMENT OF SOURCE AND USE OF WORKING FUNDS 


for the year ended December 31, 


SOURCE 


Operations: 
Net income for the year . 


Non-cash costs charged against earrent: income— 


Depreciation, depletion and amortization 
Income taxes deferred te 
Minority interest in current income of Aibsidiares 


Net cost of fixed assets sold 


USE 


Fixed assets added or replaced : 
Purchase of additional shares of a subdir 
Increase in receivable due after one year 
Dividends on common shares . 


WORKING FUNDS 


Net increase during the year 
Beginning of year 


End of year . 


1965 


$1,831,989 


1,047 ,730 
266,079 
47,758 


3,193,556 


926 


3,194, 482 


1,982,046 
1,615 

108 ,729 
800,000 


2,892 ,390 


302 ,092 
7,504, 438 


$7 , 806 , 530 


1964 


$1,543,010 


929 , 831 
97,890 
49,186 


Pag sy LOL Ee: 


8,116 


2,628 ,033 


REO AS: 
12,980 


800 , 000 


159233373 


704 , 660 
OPAL TRIES 


$7,504, 438 
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CANADIAN REFRACTORIES LIMITED 
AND SUBSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
for the year ended December 31, 1965 


1. In the financial statements certain 1964 figures have been reclassified for purposes of comparison. 


2. Inventories are valued at the lower of cost (average or first-in, first-out) or net realizable value and are 
classified as follows: 


1965 1964 
Finished goods and materials in process cee) Fre $2,199,621 $1,819,290 
Raw materials: and sipplics stem ee ee 2,450 , 663 2,394,901 
. $4,650,284 $4,214,191 


3. Income taxes payable in respect of the year have been reduced by claiming depreciation for tax purposes 
in excess of that recorded in the accounts. The reduction, amounting to $266,079 for the year is 
applicable to those future periods in which the amounts claimed for tax purposes will be less than the 
depreciation recorded in the accounts and, accordingly, is included, together with similar amounts 
arising in earlier years, in the Statement of Consolidated Financial Position as “deferred income 
Laxes 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the statement of consolidated financial position of Canadian Refractories 
Limited and subsidiaries as at December 31, 1965 and the statements of consolidated current and retained 
income and of source and use of working funds for the year ended on that date. Our examination 
included a general review of the accounting procedures and such tests of the accounting records and 
other supporting evidence as we considered necessary in the circumstances. 

In our opinion, the accompanying consolidated financial statements, when read in conjunction 
with the notes thereto, present fairly the consolidated financial position of the companies as at December 
31, 1965 and the consolidated results of their operations for the year ended on that date in accordance 
with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


Montreal, February 1, 1966 McDONALD, CURRIE & Co. 
Chartered Accountants 
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